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CONFIDENTIAL KINSHASA 7196 

E.O. 11652: GDS 
TAGS: EMIN, CG, EALR 

SUBJECT: SMFT COPPER PROJECT - POSSIBLE MODIFIED START-UP 

1 . THE KINSHASA PRESS RECENTLY ANNOUNCED THAT THE EXECUTIVE 
COUNCIL HAD APPROVED REACTIVATION OF THE SUSPENDED TENKE- 
FUNGURUME COPPER PROJECT AS A MINING AND CONCENTRATION OPERATION, 
WITH THE OUTPUT TO BE SOLD TO GEC AMINES FOR REFINING AND 

EXPORT. THE COST FIGURE QUOTED BY THE COMMISSAIRE D'ETAT FOR 
MINES WAS $9 MILLION. ACCORDING TO SMTF REPRESENTATIVES JOHNSON 
AND WINDHAM-BET .1 PRD. WHILE THIS IS IN THE RIGHT BALL PARK THERE 
ARE A NUMBER OF MAJOR DETAILS YET TO BE SETTLED. 

2. JOHNSON PRESENTED GEC AMINES WITH THE LATEST SMTF PROPOSAL 
THREE WEEKS AGO AND HAS RETURNED TO KINSHASA FOR THEIR REACTION, 
WHICH HAS NOT YET BEEN FORTHCOMING. SMTF IS PREPARED TO INSTALL 
A CONCENTRATOR WITH AN ANNUAL CAPACITY OF ABOUT 9000 TONS OF 
COPPER EQUIVALENT, OR ALTERNATIVELY TO GO BACK IN SIMPLY WITH A 
MINING OPERATION; BUT AT THE CURRENT POINT IT IS NOT POSSIBLE TO 
TELL JUST HOW MUCH EITHER OF THESE ALTERNATIVES WOULD ADD TO 
GEC AMINES' PRODUCTIVE CAPACITY. AMONG THE OTHER ITEMS TO BE 
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DETERMINED ARE THE PRICE SCALES, DEPENDENT ON PERCENTAGE 
CONCENTRATE PROVIDED (IDEALLY TWENTY PERCENT FROM THE SMTF POINT 
OF VIEW); TREATMENT TECHNIQUE USED; CURRENT PRICES; AND A NUMBER 
OF OTHER VARIABLES; AND AMOUNT OF PAYMENT IN LOCAL VERSUS HARD 
CURRENCY. 

3. THE GOZ HAS FLATLY DENIED PERMISSION FOR THE SMTF GROUP TO 
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SHIP CONCENTRATE OR ORE TO ZAMBIA FOR REFINING IF NEGOTIATIONS 
CANNOT SUCCESSFULLY BE CONCLUDED WITH GEC AMINES. 

4. IOHNSON INDICATED THAT IT IS QUITE POSSIBLE THAT NEGOTIATIONS 
WILL DRAG ON FOR SOME TIME, BUT THAT ASSUMING A CONCENTRATOR IS 
INSTALLED IT WILL REQUIRE ABOUT FOURTEEN MONTHS AFTER THE AGREE- 
MENT IS REACHED FOR PRODUCTION TO BEGIN. THE LIMITED SCALE OF 
THE CURRENT PROJECT WILL MEAN THAT NO NEW EMPLOYMENT WILL BE 
GENERATED IN THE AREA. IF THE DECISION IS TAKEN TO GO WITH A 
SOLELY MINING OPERATION, THE LAG TIME INVOLVED WILL BE THREE TO 
FOUR MONTHS AS SMTF CURRENTLY DOES NOT HAVE THE ENGINEERS AND 
MINERS THAT WILL BE NEEDED ON SITE. 

5. GIVEN THE STILL SOMEWHAT TENTATIVE NATURE OF THE PROJECT, 

SMTF WAS NOT OVERLY ENTHUSIASTIC ABOUT THE GOZ'S ANNOUNCEMENT 
OF ITS PLANS, FEARING THAT IT WILL AMONG OTHER THINGS ENCOURAGE 
MIGRATION OF JOB SEEKERS INTO THE EXPLOITATION AREA. BUT THERE 

IS NO FEELING OF ANY REAL DAMAGE HAVING BEEN DONE. 

6. COMMENT: GOZ WILLINGNESS TO AGREE TO RESUMED OPERATIONS ON 
A GREATLY REDUCED SCALE CAN BE TAKEN AS A POSITIVE SIGN OF 
THEIR CONTINUED RECOGNITION OF THE SMTF CONCESSION, DESPITE THE 
INDEFINITE POSTPONEMENT OF THE ORIGINAL $800 MILLION PROPOSAL. 
EVEN IF THE REDUCED SCALE OPERATIONS ARE NOT IMMEDIATELY 
PROFITABLE GIVEN THE CURRENT LOW COPPER PRICES, THEY SHOULD AT 
LEAST SERVE TO HELP OFFSET SMTF'S FIXED COSTS. 
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